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to changes in the wages bill in such wise that, in good and
bad times alike, unemployment stood constant at the per-
centage h, the percentage which is proper to a stable demand.
In actual fact, however, the processes of collective bargaining
render money wage rates sticky — considerably resistant to
movements in either direction. This entails that they do
not vary sufficiently between good and bad times to keep
the percentage of unemployment constant at the level h. This
entails, in turn, that in bad times the unemployment per-
centage is larger than h. If h were nil, it would follow that,
on the average of good and bad times, unemployment must
be larger with a fluctuating than with a stable wages bill;
for, obviously, in the best of times unemployment cannot be
less than nil. Since, however, we have allowed that in fact
h is not nil, but has a positive value, this does not follow.
For the stickiness of money wage rates against upward move-
ments of the wages bill in good times might cause the un-
employment percentage to fall as far below h then as it rises
above h in bad times. Is this possibility likely to be realised
in fact ? The answer, I think, is clearly no ; for the reason
that, while there is no ceiling to upward movements in money
wage rates, the fact that an unemployed man, in such a country
as England, can look to unemployment benefit, or assistance,
or, at the worst, relief through the Poor Law, fixes a definite
bottom, below which they cannot be driven down. If the
wages bill (i.e. aggregate demand for labour) fluctuated only
slightly, this might not matter ; for the bottom might never,
so to speak, come into action. But with the sort of fluctuations
experienced in practice, particularly if the scale of unemploy-
ment benefit is liberal, it is practically certain to do this
sometimes. We may conclude, therefore, in a broad way,
that, the aggregate wages bill over good and bad times together
being given, if the amount of it fluctuates, the average level
of money wage rates over the two sets of times will be higher,
and the average percentage of unemployment larger, than if
it is stable. That is to say, to steady the wages bill, while
keeping its average amount unchanged, will diminish unem-
ployment. There is, moreover, a further consideration which
supports this conclusion. Attempts on the part of work-
people to force wages up in good times and on the part of
employers to force them down in bad times often lead to

